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INDEPENDENT AUDITOR'S REPORT

To the Board of Education
Mason Public Schools
Mason, Michigan

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Mason Public Schools as of and for the year ended June 30, 2008, which
collectively comprise the District's basic financial statements as fisted in the table of contents. These financial
statements are the responsibility of Mason Public Schools’ management. Our responsibility is to express opinions
on these financial stalerments based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit inclhudes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An sudit
also includes assessing the accounting principles used and the significant estimates made by management, as well
a5 evaluating the overall financial statement presentation. We belleve that our audit provides a reasonable basis for
OUr OPINIONS.

In our opinion, the financial statements teferred to above prasent fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information of
Mason Public Schools as of Jure 30, 2008, and the respeclive changes in financial position, thereof for the year
then ended in conformity with accounting principles generally accepled in the United States of America.

In accordance with Government Audifing Standards, we have also issued our report dated October 8, 2008 on our
consideration of Masan Public Schools’ internal control over financial reporiing and our tests of its compliance with
certain provisions of laws, regulations, confracts, and grant agreements and other matiers. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the intemal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards and
important for assessing the results of our audit.

The management’s discussion and analysis and budgetary comparison information, as identified in the table of
contents, are not a required part of the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied certain limited
grocedures, which consisled principally of inquiries of management regarding the methods of measurement and
presentation of the required suppiementary information. However, we did not audit the information and express no
opirion on it
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Our audit was conducted for the purpose of forming opinions on the financial statements that colleclively comprise
Mason Public Schools” basic financial statements. The accompanying other supplementary information, as
identified in the table of contents, is presented for the purpose of additional analysis and is not a required part of the
basic financial statements. The other supplementary information has been subjected to the auditing procedures
applied In the audit of the basic financial statements and, in our opinion, is falrly stated in all matertal respects in
retation to the basic financial statements taken as a whole.

//Aﬁm¢ %ﬂg yZe

ABRAHAM & GAFFNEY, P.C.
Ceriified Public Accountants

October 6, 2008



Mason Fublic Schools
MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2008

This section of Mason Public Schools District's (MPS} annual financial report presents our discussion and
analysis of the District's financial performance during the fiscal year that ended on June 30, 2008,

FINANCIAL HIGHLIGHTS

The District’s financial sitvation remained stable. Total net assets decreased slightly to $18.3 million
over the course of the year.

Total District revenues exceeded $31.3 million with spending around $31.4 million. Overall revenues
for 2007-08 increased by 1.6% while total district expenses increased 3.2%.

Enroliment decreased by 58 students from 2006-2007 to 2007-2008, bringing the student blended
enroliment to 3,046, This represents a decrease of less than 2%,

The Sinking Fund has a balance of $372,882 at June 30, 2008. The fund spent $336,000 on capital
needs in the District during 2007-08.

The District's tofal fund balances decreased from $4,650,000 at the end of fiscal year 2007 to about
$4,600,000 at the end of fiscal year 2008, The decrease is due mosily to a budgeted and planned
decrease in General fund balance,

The General fund’'s balance decreased by $302,322 to about $3 million at June 30, 2008, which was
an improvement by about 127,000 aver the amount orfginally budgeled,

During the 2007-08 fiscal year the District repaid 31,711,534 of principal from its long-lerm debt while
incurring no new debt.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts - management's discussion and anglysis {this section), the basic
financial statements, and required supplementary information. The basic financizl statements include two kinds
of statements that present different views of the District:

The first two statements are district-wide financial
statements that provide both shorf-ferm and long-
term information about the District's overall
financial siatus.

The remaining statements are fund financial

statements that focus on individual parts of the e

District, reporting the District's operstions in Management's Basic Financial Required

more detail than the district-wide statements. Distussion and Statements Supplememtary
Analysis information

The governmenial funds statements tell how

basic services like regular and special educalion

were financed in the shori-term as well as what 2

remains for future spending. -

L L . District-wid F

Fiduciary funds statements provide information e e Jlotas fo.

about the financial relationships in which the Slalements Statements Stalements

District acls solely as a fruslee or agent for the

benefit of others., Summary E ; Dot

- i -

Figure A1

Organization of Mason Public School’s
Annual Financial Report




Mason Public Schools
MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2008

The financial statements also include nofes that explain some of the information in the statements and provide
more detailed data. The statements are followed by a section of required supplementary information that further
explains and supports the financial statements with a comparison of the District's budget for the year. Figure A-
1 shows how the various parts of this annual report are arranged and related to one another.

Scope

Figure A-2

Major Features of District-Wide and Fund Financial Statements

District-wide
Statements

Fund Financial Statements

Governmental Funds

Fiduciary Funds

Entire district
{except fiduciary funds)

The activities of the district that
are not proprietary or fiduciary,
such as special education
and building maintenance.

Instances in which the district
administers resources on behalf
of someone else, such as

scholarship programs and
student activities monies

Required financial
statements

*

*

Statement of net assets
Statement of activities

*

Balance shest

Statement of revenues,
expenditures and changes
in fund balances

*

"

Statement of fiduciary net assets
Statement of changes in
fiduciary net assets

measurement focus

Accounting basis and '

Agcrual accounting and
economic resources focus

Modified accrual accounting
and current financial resources
focus

Accrual accounting and
economic resources focus

Type of asset/liability
information

All assets and liabilities,
both financial and capital,
short-term and long-term

Generally assets expected to
be used up and liabilities

that come due during the year
or soon thereafter; no capital
assets or long-term liabilities
included

All assets and liabilities, both
short-term and long-term, MPS's
funds do not currently contain
capital assets, although they can

Type of inflow/outflow
information

All revenues and expenses
during year, regardless

of when cash is received
or paid

Revenus for which cash is
received during or soon after
the end of the year,
expenditures when goods or
services have been received
and the related liability is
due and payable

All additions and deductions
during the year, regardless of
when cash is received or paid

Figure A-2 summarizes the major features of the District's financial statements, including the portion of the
District’s activities they cover and the types of information they contain. The remainder of this overview section

of management's discussion and analysis highlights the structure and contents of each of the statements.

-iv -




Mason Public Schools
MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2008

DISTRICT-WIDE FINANCIAL STATEMENTS

The district-wide statements raport information about the District as a whole using accounting methods similar to
those used by private-sector companies. The statement of net assets includes aff of the District’'s assets and
liabiliies. ANl of the current year's revenues and expenses are accounted for in the statement of achivities
regardless of when cash is received or paid.

The two district-wide statements report the District's nef assefs and how they have changed. Net assets - the
difference betweean the District's assets and liabilities - are one way to measure the District's financial health or
position.

- Over time, increases or decreases in the District's net assels are an indicatar of whether its financial
position is improving or deteriorating, respectively.

- To assess the overall health of the District, one needs to consider additional nonfinancial factors such
as changes in the District’s property tax base and the condition of school buildings and other facilities,
as well as the quality of the education provided and the safety of the schools.

in the district-wide financial statements, the District's activities:

. Governmental activities - Most of the District’s basic services are included here, such as regular and
special education, transportation and administration. Property taxes, State Aid foundation, and state
and federal grants finance most of these activities.

FUND FINANCIAL STATEMENTS

Funds are accounting devices the District uses {o keep track of specific sources of funding and spending on
particular programs. The fund financial statements provide more defailed information about these funds,
focusing on the most significant or “major” ones, not the District as a whole.

- Some funds are reguired by State law and by bond covenants.

- The District establishes cother funds t¢ control and manage money for particular purposes, such as
repaying iis long-term debls, or to show that it is properly using cerfain revenues, such as school
lunch and athletics.

The Disirict has two kinds of funds:

- Governmenial furds - Most of the Dislrict's basic services are included in governmental funds, which
generally focus on (1) how cash and other financial assefs that can readily be converied to cash flow
in and out, and {2) the balances left at year-end that are available for spending. Consequently, the
governmental funds statements provide a detailed stiort-ferm view that helps one determine whether
there are financial resources that can be spent in the near fulure {0 finange the Disltrict's programs.,
Because this information does not encompass the additional long-term focus of the district-wide
statements, we provide additional information with the governmental funds statements that explains
the relationship {or differences) between them.

- Fiduciary furnds - The Digtrict is the trustee, or fiduciary, for certain assets that belong to others, such
as the scholarship fund and the student activlties funds. The District is respensible for ensuring that
the assets reported in these funds are used only for thelr intended purposes and by those to whom
the assets belong. We exclude these activilies from the district-wide financial slatements because the
District cannol use these assets lo finance its operations.



Maszon Public Schools
MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2008

FINANCIAL ANALYSIS OF THE DISTRICT AS AWHOLE

Net assets - The District's net assets decreased slightly from the previous year to $18,317,2656. The District's
financial position is the product of many factors, as seen in the lables below that show the District's net assels
as of June 30, 2007 and June 30, 2008 as well as the change In net assels for each year.

Table A-3
Mason Public Schools' Net Assets
Juge 30, 2008 June 30, 2007
Current andt other assals & 7,213,706 $ 7,125,014
Capital acsels 41,650,388 43,479,084
Totad assats 48,564,084 50,604,108
Cument Habilities 4,692,452 4,487,632
Long-term debt oulsianding 25 854 377 - 27,842,610
Total fiabilifies 30,546,829 32,130,242
Net assets
Tvested in capilal assels,
net of related dept 14 B28 750 14,545,822
Restricted 1,260,755 545,454
Unrestricted 2,227,760 2,581,480
Tatal net assels % 18,317,265 3 18,473,868
Table A4
Changes in Mason Public Schoo!s’ Nat Assels
2007-2008 2008-2007
Ravenuas
Program revenues
Charges for services 3 1.871,6800 3 1,718,035
Operating and Capital grants 2,725 801 2,400,721
General revenuas
Propeity taxes 8711323 6,138,013
State aid - unrestricted 17800768 15,453,514
Other 1.857.827 2,068,704
Total revenuss 31,287 (337 30,775,074
Expenses
instruction 15,258357 14,934,727
Suppost servicss 10,173,258 9,822 832
Community services 340,658 365,368
Food services 1,382,624 1,320,345
Athletics 743,188 190,777
interest on long-terr debt 1,268,813 1,333,480
Unallocated depreciation 2,245 031 1,764,961
Tolal expenses 31,413,638 30,432,488
Changs in net assets $ {(156,601) % 342,586




Mason Public Schools
MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2008

District Gavernmental Activities
The District’s positive financial status is a result of the following actions:

. While student membership declined in 2007-2008, the District had anticipated this decline and so
made necessary budget redustions o soften the impact.

" Several years ago, the Board of Education established the goal of maintaining 12% of expenditures
as the District's General fund balance. Though that goal has not been reachable in recent years, due
to various economic factors, the Board continues in its commitment to financial soundness.

- The District implemented a Sinking fund, approved by voters in 2007, to address on-going facility and
grounds repair needs of the District on a proactive basis.

- The District's employees have been part of a total compensation method for determining wage and
henefit packages. This has allowed the employees and administration to understand the various
components io their compensation and work together to structure affordable packages.

- The District has wisely and consistently maintained quality offerings and programming while living
within its means.

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS

The strong financial performance of the District as a whole is reflected in its governmental funds balances. At
year-end, its governmentat funds reported combined fund balances of $4,592,008.

The District’s General fund had less revenues than expenditures in 2008, thereby contributing fo the decrease in
total fund balance. The reductions were an intentional use of fund balance either to continue existing programs
or to maintain necessary staffing. Four of the six non-major funds ran a current-year deficit,. The Special
Revenue fund that includes the athletic program had expenditures that were $6,883 above revenues because
some unused resources from previous years were used this year to finance expendilures. The Food Service
fund, 2004 Capital Projects Fund, and 2004 School Improvement Fund had expenditures that were $33,581,
$95,5623, and 322,997 above revenues, respectively.

General Fund Budgetary Highlights

The District revised the annual operafing budget in April 2008 to adjust for student counts, staff changes, and
contract settlements and again in June 2008 to reflect the adjustments in expenditures throughout the year and
the increase in Tunding from the Intermediate School District.

While the District's final budget for the General Fund projected that expenditures would exceed revenues by
$389,729, the actual resulis for the year was $87,407 betler, ending in a current-year defict of $302,322. That
is to say, the General fund eguity is healthier, by $87,447, than anlicipated,

QOverall the change from the original Board adopted 2007-08 budget to vear-end actual amounted o revenues
that were $736,221 {2.9%}) and expenditures that were $609,529 (2.4%) greater than the original budgel. The
significant changes in revenues were higher-than-anticipated property tax collections and greater-than-expected
state and federal grants.

-vil -



Mason Public Schools

MANAGEMENT'S DISCUSSION A

June 30, 2008

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

ND ANALYSIS

By June 30, 2008, the District had invested over $41 million in a broad range of capital assets, including school
auildings, athletic facilities, computer and audiovisual equipment, machinery and transportation equipment. This
amount represents a net decrease of around $1.8 million from the last year. This decrease is directly related to
the completion of the 2004 Bond proiest that incurred current vear depreciation in 2007-2008. {More delailed
information about capital assets can be found in Note C to the financial statements.} Total depreciation expense

for the year was approximately $2.2 million.

Table A-5
{in millions)

Land

Buildings and additions
Equipment and furniture
Transportation equipment
Other capital equipment
Construction in progress

Mason Public Schools’ Capital Assets

Subtotal
Accumulated depreciation

Net capital assets

2008 2007

$ 02 $ 02
54.1 42.1
12.0 12.0

16 1.6

0.8 0.8

- 117

68.7 £8.4
27.4) (24.9)

§ 416 & 434

The District expects to spend, in 2008-08, most of the anlicipated $625,000 in Sinking fund revenues #t will
receive from taxpayers for capital improvements. These include roof replacements, parking Iot repaves, lockers

and carpet replacements, and classroom repovations district-wide.

L.ong-term Debt

At vear-end the District had $27.848,211 million in
genergl obligation bonds and other long-term debt
outstanding - a decrease of 5.9 percent from last year.

Table A-8
MPS's Outstanding Long-Term Debt
{in miflions of dollars)

{More detailed information about the District's long- 2008 2007
term liabilities is presented in Note D to the financial |General obligation debts
statements ) (financed with property taxes) § 264 % 280
The District paid $1,766,802 in principal payments [other 1.3 14
during 2007-08 while incurring no new debt.

Total § 277 & 284

~ wiif -




Mason Public Schools
MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2008

FACTORS BEARING ON THE DISTRICT’S FUTURE

At the fime these financial statements were prepared and audited, the District was aware of the following
circumstances that could significantly affect its financial health in the future:

- The 2008-2009 General fund budget, approved by the Board on June 9, 2008, anticipated per-pupil
state funding of $140. The State School Aid Act, passed after that date, gives the Mason Public
Schools $112 per pupil.

- Student enrollment is projected to decrease by about 30 in 2008-09, impacting our blended count by
about 40. The fourth Wednesday count in September 2008, will determine the actual numbers, which
directly impact State Aid.

- Actions taking place in 2008-09 include the first steps in the phasing-out of one elementary building,
an increase in student and adult meal prices, reductions in the athletics budgets, a reduction in the
number of new computers purchased, no bus purchases, a reduction in textbook purchases, and a
reduction in support staff.

- Fuel, utilities, and health insurance costs continue to be reviewed for cost-saving opportunities.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors with a
general overview of the District's finances and to demonstrate the District's accountability for the money it
receives. If you have questions about this report or need additional information, contact James A. Lockwood,
the Director of Finance, Mason Public Schoals, 118 West Oak Street, Mason, Michigan 48854,
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Mason Public Schools
STATEMENT OF NET ASSETS

June 30, 2008

Governmental
Activities
ASSETS
Current assets
Cash and cash equivalents % 2,014,888
investments 886 830
Accounts receivable 82,874
Due from other governmental units 3,784,189
inventories 22,226
Prepaids 342,699
Total current assets 7,213,708
Noncurrent assets
Capital assels not being depreciated 175,551
Capital assets, net of accumulated depreciation 41,474,837
Total noncurrent assels 41,650,388
TOTAL ASSETS 48,864,094
LIABILITIES
Current Habllies
Accounts payable 253,324
Accrusd payroll 1,660,766
{Oiher accrued iigbilities 796,909
Accrued interest payable 203,147
Unearned revenue 10,698
Current portion of accrued severance pay 90,660
Current portion of long-term debt 1,777,808
Total current liabilities 4,692,452
Noncurrent liabilities
Noncurrent portion of accrued interest payable 72,774
Accrued severance pay 737,573
Noncurrent portion of long-term debi 25,044,030
Total noncurrent liabilities 25,854,377
TOTAL LIABILITIES 30,546,829
NET ASSETS
Invested in capital assets, net of related debt 14,828,750
Restricted for debt service BR7.B73
Restricted for sinking fund 372,882
Unrestricted 2,227,760
TOTAL NET ASSETS $ 18,317,265

See accompanying notes to financial statements.



Mason Public Schools
STATEMENT OF ACTIVITIES

Year Ended June 30, 2008

Net (Expense)
Program Revenues Revenues and
Charges for Operating Capltal Changes in
Governmental gctivities Expenses Services Grants {Grants Net Assels
Function/Program
Instruction $ 15,260,357 5 384,422 $ 2,176,086 $ 80,364 {12,628,485}
Supporting services 10,173,258 8,068 - - {10,165,191}
Community services 340,658 321,342 - - {15,316}
Fopod Service 1,382,624 918,773 459,241 - {4,810}
Athletics 743,196 258,995 - - {484,201}
Interest and costs on long-term debt 1,268,613 . - {1,268,613)
Unallocated depreciation 2,245,931 ~ - - (2,245,931}
TOTAL 343638 § 1871600 0§ 2635327 0§ 40,364 (26,816,347}
General revenues

Property taxes levied for general purposes 3,446,767

Property taxes levied for sinking fund 52%,565

Property taxes levied for debt service 2,734,901

State school aid - unrestricted 17,980,798

Investment garnings 134,835

Special education county allocation 1,801,088

Miscellaneous 21,603

TOTAL GENERAL REVENUES 26,650,748
CHANGE IN NET ASSETS {156,601}

Met assets, beginning of year 18,473,866

Mot assels, end of year 18,317,265

See accompanying notes to financial statements.




Mason Public Schools
GOVERNMENTAL FUNDS BALANCE SHEET

June 30, 2008

2004 Nonmajor Total
Debt Governmental  Governmental
General Refirement Funds Funds
ASSETS
Cash and cash eguivalents § 1,320,803 $ 166,654 3 527,141 $ 2,014,688
Investments - 986,830 - 986,830
Accounts receivable 35,756 - 27,118 62,874
Due from other funds 22,604 - 13,602 36,208
Due from other governmental units 3,747 A28 21,434 15,327 3,784,189
Inventories 5,207 - 17,019 22,226
Frapaids 341,604 - 1,305 342,800
TOTAL ASSETS $ 5473482 £ 1,174,918 b 601,512 $ 7,249912
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable X 119,250 % - 3 134,074 3 283,324
Aecrued payroll 1,653,152 - 7,614 1,560,766
Cther accrued liabilities 794,180 - 2,729 796,909
Due to other funds - 11,216 24,900 36,208
Deferred ravenue 1,010 - 9,688 10,688
TOTAL LIABILITIES 2,467,592 11,2186 179,005 2,657 903
FUND BALANCES
Reserved for
Inventories and prepaids 346,801 - 18,324 385,125
Dbt service - 1,163,702 a2 1,163,794
Unreserved
Designated for
Debt service 89,914 - - 89,914
Capital projects - - 372,882 372,882
Subsequent year's expenditures 390,707 - 10,309 401,016
Undesignated, reported in
General fund 2,178,468 - - 2,178,488
Special revenue funds - - 20,810 20810
TOTAL FUND BALANCES 3,005,880 1,163,702 422,417 4,592,009
TOTAL LIABILITIES
AND FUND BALANCES $ 5473482 $ 1,174,918 3 501,512 $ 7249012

See accompanying notes to financial staterments.



Mason Public Schools

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO
THE S8TATEMENT OF NET ASSETS

June 30, 2008

Total fund balance - governmental funds $ 4,592,000
Amounts reported for the governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported as assets in the governmental funds.

The cost of capilal assels is ¥ 68,779,432
Accumulated deprecistion is (27,128,044}
41,650,388

Long-term liabilities are not dus and payable in the current period
and therefore are not reported as llabiiies In the funds.
Long-term liabilities al vear-end consist of:

Bonds and loans payable {26,821,638)

Accrued interest payable {275,921}

Severance pay {827 573

(27.925,132)
Net assets of governmental activities & 18.317,265

See accompanying notes to financial statements.



Mason Public Schools

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS

Year Ended June 30, 2008

REVENUES
Local sources
State sources
Federal sources

TOTAL REVENUES

EXPENDITURES

Current
Instruction
Supporting services
Community services
Food service
Athleties

Debt service

Capital outlay

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers from other funds
County special education allocation
Payments from other districts
Other transactions
‘Transfers to other funds
Payments io other districts

TOTAL OTHER FINANCING
SOURCES (USES)

NET CHANGE IN FUND BALANCES
Fund belances, beginning of vear

Fund balances, end of year

See accompanying notes to financial statements.

2004 Nonmajor Total
Debt Governmental Governmental
General Retirement Funds Funds

$4.204718  $2,789,803 $ 1.836,393 $ 8831014
19,397,571 - 64,612 19,462,183
754,047 - 304,629 1,148,676
24,356,336 2,789,803 2,285,634 28,441,873
15,260,183 - - 15,260,183
10,173,258 - - 10,173,259
340,858 - - 340,858

- - 1,382,624 1,382,624

- - 743,196 743,196

72924 2,727,566 177.188 2977678

- - 434,080 434,090
25,847,034 2,727 566 2,737,098 31,311,898
(1,490,688} 62,337 {441.464) {1,868,825)

30,000 - 375,841 706,841
1,801,089 - - 1,801,088
8,840 - - 8,840
7,238 - - 7,235
(653,748) - {53,083 {706,841}
{3,040) - - {3,040)
1,188,376 «{J 623,748 1,812,124
{302,322) 62 337 182,284 (57,701)
3,308,212 1,101,365 240,133 4,649,710
$£3.005800 $1163702 § 422417 3 4592008




Mason Public Schools

RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

Year Ended June 30, 2008

Net change in fund balances - total governmental funds £ {57,701}
Amounts reported for governmental activities in the statement of aclivities are different because:
Capital outlays are reported as expenditures in governmental funds, Howsver, in the

statement of activities, the cost of capital assets is allocated over their estimated useful lives
as depreciation expense. In the current period, these amounts are:

Capital outlay 3 417,225
Depreciation expense {2.245,931)
Excess of depreciation expense over capital outlay {1,828,706)

Repayment of long-term debt and borrowing of long-term debt is reported as expenditures and
and other financing sources in gavernmental funds, but the repayment reduces long-term
liabilities and the borrowings increase long-term ligbilities in the statement of net assets.

In the current year, these amounts consist of;

Debt principal retirement 1,711,534
Some items reported in the statement of activities do not require the use of current financial

resources and therefore are not reported as expenditures in governmental funds. These
activities consist of;

{Increase) in accrued interest payable {2,459)
Decrease in accrued severance pay 20,741
18,272
Change in net assets of governmental activities 3 {156,601)

See accompanying notes to financial statements.



Mason Public Schools
Fiduciary Funds
STATEMENT OF FIDUCIARY NET ASSETS

June 30, 2008

Private
Purpose Agency
Trust Fund Fund
ASSETS
Cash % 8,292 ] 258,507
Investments 28,462 -
TOTAL ASSETS $ 37,754 3 256,507
LIABILITIES
Accounts payable $ - 8 27.460
Accrued other liabilities - 3,274
Due to individuals and agencies - 225,773
TOTAL LIABILITIES -0- $ 256,507
NET ASSETS
Held in frust for private purposss B 37,754

See accompanying notes to financial statements.



Mason Public Schools
Fiduciary Funds
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

Year Ended June 30, 2008

Private
Purpose
Trust Fund
ADDITIONS
Investment earnings $ 1,316
DEDUCTIONS
Scholarships awarded 4,096
CHANGE IN NET ASSETS (2,780)
Net assets - beginning of year 40,534
Net assets - end of year $ 37,754

See accompanying notes to financial statements.



Mason Public Schools
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Mason Public Schools have been prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP) as applied to governmental units. The Governmental
Accounting Standards Board {GASB) s the accepted standard-ssiting body for establishing governmental
accounting and financial reporting principles. The District's more significart accounting policies are described
below.

1. Reporting Enlity

As required by accounting principles generally accepted in the United States of America; GASB Statement No. 14,
The Financial Reporting Entity {as amended by GASB Statement No. 38) and Stafement on Michigan
Governmental Accounting and Auditing No. 8, these financial statements present the financial activities of Mason
Public Schools. The District has no activities that would be classified as component units.

Based upon the application of these criteria, the finandial statements of the District contain all the funds controlled
by the District.

2. Basis of Presenlation
DISTRICT-WIDE FINANCIAL STATEMENTS

The statement of net assets and the statement of activities (the district-wide statements) present information for the
district as a whole,  All nonfiduciary activities of the primary government are included {Le., fiduciary fund activities
are not included in the districkwide statements).  Inferfund aclivity has been eliminaled in the preparation of the
district-wide financial statements.

The statement of activities presents the direct functional expenses of the District and the program revenues that
support them. Direct expenses are specifically associated with a service, program, or department and are therefore
clearly identifiable to a particular function. Program revenues are assaciated with specific functions and include
charges to recipients of goods or services and grants and contributions that are restricted to meeting the operational
or capital requirements of that function. Revenues that are not required to be presented as program revenues are
general revenues. This includes all taxes, interest, and unrestricted State aid payments and shows how
governmental functions are either self-financing or supported by the general revenues of the District.

FUND FINANCIAL STATEMENTS

The District uses funids to maintain its financial records during the year. A fund is defined as a fiscal and accounting
entity with a self balancing set of accounts. The District uilizes governmental and fiduciary funds.

The governmental fund financial statements present the District's individual major funds ant aggregated nonmajor
funds. A separate column is shown for the major funds on the baiance sheet and statement of revenuss,
expenditures, and changes in fund balances. Nonmajor funds are combined and shown in a single column. The
fiduciary funds are reported by type.

The major funds of the District are:

2. General Fund - The General Fund Is used to account for money or other resources provided to the District to
support the educational programs and general operations of the District.

b. 2004 Debt Refirement - The 2004 Debt Retirement fund is used to account for financial rescurces used for the
retirement of long-term debi of governmental funds.




Mason Public Schools
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

2. Measurement Focug

The district-wide and fiduciary fund financial statements are presented using the economic resources measurement
focus, similar to that used by business enterprises or notfor-profit organizations. Because another measurement
focus is used in the governmental fund financial statements, reconciliations to the district-wide slalements are
provided that explain the differences in detail.

All governmental furds are presented using the current financial resources measurement focus.,  With this
measuremeant focus, only current assets and current Kablities generally are included on the balance sheet.
Operating statements of these funds present increases {i.e., revenues and other financing sources) and decreases
{i.e., expenditures and other financing uses) in net current assets.

There is no measurement focus for the fiduciary agency fund since assets equal liabilities.

4. Bask of Accounting

Basis of accounting refers to the timing under which transactions are recognized for financial reporling purposes.
Governmental fund financial statements use the modified accrual basis of accounting. The district-wide and
fiduciary fund financial statements are prepared using the accrual basis of accounting.

Under the accrual basis of accounting, revenue is recorded in the period in which it is earned and expenses are
recorded when incurred, regardless of the Himing of related cash flows. Property tax revenue is recognized in the
fiscal year for which it is levied. Revenues for grants, enfitlements, and donations are recognized when all eligibility
requirements imposed by the provider have been met. Deferred revenue is recorded when resources are received
by the Dislricl befors it has legal clzim to them, such as when granl monies are received prior to the incurrence of
gualified expenditures.

Under the modified accrual basis of accounting, revenues are recognized when susceptible {o accrual {i.e., when
they become both measurable and available). “Measurable® means the amount of the transaction can be
determined and "available” means collectible within the current pericd or soon enough thereafter 1o be used fo pay
lighilities of the current period. Revenues susceptible to accrual inciude property taxes, state and federal aid, and
interest revenue, Other revenues are not susceptible to accrual because generally they are not measurable until
received in cash. Expenditures are recorded when the related fund liabilty 1s incurred, except for principal and
interest on general long-term debt which are recorded when due.

The District reports deferred revenue on its governmenial funds balance sheet. Deferred revenues arise when
potential revenue does not meet both the "measurable” and “available” criteria for recognition in the current period.
Resources are considered available if they are collected during the current fiscal year or soon enough afterward to
be used in payment of current year liabilities - defined as expected to be received within sixty days of year-end.
Deferred revenues also arise when the District receives resources before it has a legat claim lo them. In
subsequent periods, whan both revenue recognition criteria are met, the liability for deferred revenue is removed
from the: balance sheet and revenue is recognized.

5. Budgstls and Budgetary Accounting

Budgets are adopted on a basis consistent with accounting principles generally accepted in the United States of
America. Annual appropriated budgets are adapted for all required governmental fund types.

The District does not maintain a formalized encumbrance accounting systemn. All annual appropriations lapse at
fiscal year end,

The District follows these procedures in establishing the budgetary data reflected in the financial statements:

-10 -



Mason Public Schools
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

5. Budgets and Budaetary Accourting - continued

a. The Superintendent submils to the School Board a proposed operating budgel for the fiscal year commending
on July 1. The operating budget includes proposed expenditures and the means for financing them.

b. Public hearings are conducted o obtain taxpayer comments,

c. Prior to July 1, the budget is legally adopted by School Boart resolution pursuant to the Uniform Budgeting and
Accounting Act (P.A 621 of 1978). The Act requires that the budget be amended prior o the end of the fiscal
vear when necessary to adiust appropriations ¥ it appears that revenues and other financing sources will not be
In extess of original estimales. Expenditures shall not be made or Incurred, unless authorized in the budget, in
excess of the amounts appropriated.

d. The budgets are legally adopted to the functional leve!l; however, they are maintained at the object level for
control purposes. Any revisions that alter the fotal expenditures at the functional level must be approved by the
School Board.

a. The Superintendent Is authorized to transfer budgeted amounts for purposes of meeting emergency nesads of
the District; however, these transfers must be approved subsequently by the Board of Education.

f. Fomal budgetary integration is employed as a management conirol device during the year for the General fund
and ali Special Revenue funds.,

g. The budget, as presented, has been amended in a legally permissible manner. Two (2) supplementary
appropriations were made during the year with the last approved June 9, 2008,

8. Cash. Cash Eguivalenis, and Invesiments

Cash and cash equivalents consist of checking, savings, and maney market accounts, pooled investment funds,
and imprest cash with an original maturity of 80 days or less. Cash squivalents are recorded at market value.

Investments consist of cerlificates of deposit with average malurities of grealer than 90 days. Investments are
recorded at markst value, ’

7. Shert-term Interfund Receivables/Payables

Puring the course of operations, numerous transactions occur betwsen individual funds for goods provided or
services rendered. These receivables and payables are classified as “due from other funds" and “due o other
funds” on the governmental funds balance sheet.

8. lnventories

inventories are stated at cost on a first inffirst out basis. The Food Service Fund inventory consists of food and
paper goods. Inventory amounts are equally offset by a fund balance reserve In the fund financial statements which
indicates that they do not constiide “avallable spendable resources” even though they are a component of net
current assets.

8. Due From Other Governmental Units

Due from other governmental units consists of various amounts owed to the District for grant programs and State
Aid payments. The State of Michigan's funding stream of State Aid payments results in the final two (2) payments
for the fiscal vear ended June 20, 2008 to be paid in July and August 2008, Of the total amount of $3,784,180 due
from other governmental units, $3,5604,021 consists of State Aid and the remaining $280,168 is from other
governmental grants.

-4t -



Mason Public Schodls
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

10. Capital Assels

Capital assets include land, buildings, equipment, and vehicles and are recorded (net of accumulated depreciation,
if applicable) in the district-wide financial siaternents, Caplial assets are those with an inifial individual cost of $5,000
or mare and an estimated usefit life of more than one year. Capital assels are nol recorded in the governmental
funds. Instead, capital acquisition and construction are reflected as expendiiures in governmental funds, and the
related assels are reported in the district-wide financial statements. All purchased fixed assels are valued at cost
where historica! records are available and at an estimated historical cost where no historical records exist. Donated
capital assets are valued at their estimated fair market value on the date received.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asseat
lives are not capitalized. Depreciation is computed using the straight-line method over the following useful lives:

Bufldings and additions 20 - 50 years
Equipment and furniture 5- 20 years
Vehicles 8 years
Cther capital equipment 10 - 40 years

The District has no assets that would be classified as infrastruciure assets.

11. Compensated Absences

Based on the requiremnents of GASB Statement No. 18, Accounting for Compensated Absences, the District has
recorded alf liabiliies associated with compensated absences.  Accumulated vested severance amounts and
nonvested severance amounts that are probable to vest and be paid at termination are considered payable from
future resources and are recorded along with the related payroll taxes as a long-term lability in the district-wide
financial statements.

12. Deferred Revenues

The unexpended balance of various federal and/or state categorical and local grants is carried forward as deferred
revenue until the period in which eligible expenditures are incurred. Gther monies collected in advance, such as
summer school, community education programs, summer school lunch, recreational programs, and indusirial
facilities taxes are alsc deferred. These same amounts have been shown as "unearned revenue” on the Statement
of Net Assels to indicate that the revenue has not been recognized because it has not been earmed,

13. Accrued Interest Pavable

Accrued interest s presented for long-term obligations in the district-wide statements in two components: the
portion of accrued interest payable that is due within one year is reported as a current iiability, the remaining amount
that is not due within one year has been reported as a noncurrent liability. The interest payable on the Durant
Resolution bonds that were due May 15, 2003, 2004, 2005, 2007, 2008, and a portion of the payment that is due
May 15, 2008, is shown as a noncurrent Eability due to the State of Michigan deferring these payments until May 15,
2012,

14, Long-term Obligations

Long-term debt is recognized as & liablity in the dislricl-wide statements when incumred.  The porfion of those
liabilities expected to be paid within the next year is a current liability with the remaining amounts shown as long-
term.

Long-term debt is recognized as a liability of a governmental fund when due or when resources have been
accumulated in a Debt Service Fund for payment early in the following year. For other long-term obligations, only
that portion expected to be financed from expendable available financial resources is reported as a fund liability of a
govermnmental fund.
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Mason Public Schools
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

15. Properiy Taxes

Property taxes levied by the District are collested by various municipalities and periodically remitted to the District.
The taxes are levied as of December 1 and are due upon receipt of the billing by the taxpayer. The actual due date
is February 14, after which lime the bills become delinquent and penallies and interest may be assessed by the
collecting entity.  School Dislrict properly tax revenues are recognized when levied to the extent that they result in
current revenue {collected as of year-end). Amounts received subsequent to June 30 are recognized as revenus
when collected.

The District levies taxes of $17.9858 per $1,000 of faxable valuation on nonhomestead property for general
governmental services and $1.00 and $4.20 per $1,600 of taxable valuation on the total applicable taxable valuation
of all properly within the District for sinking fund and debt sarvice, respectively. The District is also permitted fo levy
additional amounts for enhancement and/or debt service if voler approval is obtained.

16, State Foundation Revenue

Bedinning with the fiscal year ended June 30, 1895, the State of Michigan adopted a foundation grant approach,
which provides for a specific annual amount of revenue per student based on a statewide formula. Prior to the fiscal
year ended June 30, 1995 the State utilized a district power equalizing approach. The foundation is funded from
State and local sources. Revenues from Slale sources are primarily governaed by the School Aid Act and the
School Code of Michigan. The Michigan Depariment of Education administers the aliocation of State funds fo
schaool districts based on information supplied by the disiricts. For the year ended June 30, 2008, the foundation
altowance was based on the average of pupll membership counts taken in September 2007 and February 2007.
The average calculation was weighted 75% for the September 2007 count arxt 25% for the February 2007 count.

The State portion of the foundation is provided primarily by a State education property tax miltage of 6 mills and an
allocated portion of State sales and other taxes. The local portion of the foundation is funded primarily by
nonhomestead property taxes, which may be levied at a rate of up to 18 mills. The State revenue is recognized
during the foundation period (currently the fiscal vear} and is funded through ten {10) payments made during the
fiscal vear and two (2} payments made subseguent to year-end. The local revenue is recognized as outlined above
under Property Taxes.

17. Siate Categorical Revenue

The Dislrict also receives revenue from the State to administer certain categorical education programs. Sfate rules
require that revenue earmarked for these programs be expended for #s specific purpose. Categorical funds
received which are not expended by the close of the fiscal year are recorded as deferred revenuea.

18. County Special Education Revenue Allocation

The millage was collected by Ingham Intermediate School District (15D and the payments to the District were
based on the most recent 118D budget at the time of allocation of excess revenues, after all 11SD costs had been
reimbursed. The aliocation is paid pro rata based upon the K-12 pupll enrollment, including Special Education
students enrolled at ISD, of the District compared to the total County wide enroliment. The K-12 enroliment for
the District is defined as the blended official count for the State foundation grant.

19. Interfund Transactions

Interfund transactions are reporied as either loans, services provided, reimbursements, or transfers. Loans are
reported as interfund receivables and pavables as appropriate and are subject to elimination upon consolidation.
Services provided, deemed to be at market or near market rates, are treated as revenues and
expenditures/expenses. Reimbursements are when one fund incurs a cost, charges the appropriate benefiting fund
and reduces its related cost as a reimbursement.  All other interfund transactions are treated as transfers on the
governmental fund financial statements. Transfers are netted as part of the reconciliation to the district-wide
financial statements,
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Mason Public Schools
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

20. Reserved/Dasianated Fund Balance

Reserved fund balance is used io earmark & portion of fund balance to indicate that it is not appropriate for
expenditures or has been legally segregated for & specific fulure use. Designated fund balance indicates that
portion of fund balance that the District has set aside for specific purpeses.

21. Restrictions of Net Assels

Restrictions of net assets shown in the districtwide financial statements indicate that restrictions imposed by the
funding source or some olher oulside source which precludes their use for unrestricted purposes.

22. Federal Programs
Faderal programs are accounted for in the specific governmantal funds to which they relate. The District has not

integrated its Single Audit reports and financial data as part of the financial statements. The Single Audit reports
and financial data will be issued under separate cover as supplementary information to the financial statements.

23. Comparative Dzata

Comparative data for the prior vear has not been presented in the basic financial statements since their inclusion
wotlld make the statements unduly complex and difficult to read.

NOTE B: CASH, CASH EQUIVALENTS, AND INVESTMENTS

In accordance with Michigan Public Act 451 of 1976, Section 1223(1), as amended, the District is authorized to
invest its surplus funds in the following types of investments:

1. Bonds, bills, or notes of the United States; obligations, the principat and interest of which are fully guaranteed by
the United States; or obligations of the State.

2. Certificates of deposit issued by a State or National bank, savings accounts of a State or Federal savings and
loan association, or certificates of deposit or share ceriificates of a State or Federal credit union organized and
authorized to operate in this State.

3. Commerciai paper rated prime at the time of purchase and maturing not more than 270 days after the date of
purchase.

4, Securities issued or guaraniesd by agencies or instrumentalities of the United States government,

5. United States government or Federal agency obligation repurchase agreemenis.

6. Bankers’ acceptances issued by a bank that is a member of the Federal Depository Insurance Corporation.

7. Mutual funds composed entirely of investment vehicles thal are legal for direct investment by a School District.

8. Invesiment pools, as authorized by the Surplus Funds Investmeant Pool Acl, Act No. 367 of the Public Acts of
1882, being sections 128.111 {0 129.118 of the Michigan Compiled Laws, composed entirely of instruments that
are legal for direct investment by a Schoal District.

Michigan Public Acts authorize school districts In Michigan fo deposit in the accounts of federally insured banks,

credit unions, and savings and loan associations. Deposits of the District are at federally insured banks and credit
unions in the State of Michigan in the name of the School District.
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Mason Public Schools
NOTES TCO FINANCIAL STATEMENTS

June 30, 2008

NOTE B: CASH, CASH EQUIVALENTS, AND INVESTMENTS - CONTINUED

Federal Deposit Insurance Corporation (FDIC), Federal Savings and Loan insurance Corporation {FSLIC), and the
Nztional Credit Union Administraion reguiations provide that deposits of governmental unis are to be separately
insured for savings deposits and demand deposits up to $100,000 each. Furthermore, # specific deposits are
requiated by statute or bond indenture, these specific deposits are to be separately insured for the amount of
$100,000. Michigan School Code Section 1223 allows that security in the form of collaterat, surety bond, or another
form may be taken for the deposits or investments of a school district in a bank, savings and loan association, or
credil union.

Deposils

There Is custodial credit risk as it relates to deposits. In the case of deposits, this Is the risk that in the event of a
bank failure, the District's deposits may not be returned to it. As of June 30, 2008, the carrying amount of the
District's deposits was $1,588,976 and the bank balance was $2,136,040 of which $279,852 was covered by
Federal depository insurance. The balance of $1,856,388 was uninsured and uncollateralized.

Investments

As of June 30, 2008, the carrying amounts and market values for each type of invesiment as reported in the cash,
cash eguivalents, and investments captions on the combined balance sheet are as follows:

Weighted
Carrying Market Average
INVESTMENT TYPE Amount Value Maturity
Uncategorized pooled investment funds
MBIA - Michigan Class $ 1,705,805 $ 1,705,885 NiA

Credit risk

State law limils investments in certain types of nvestments 10 a prime or beller rating issued by nationally
recognized statistical rating organizations (NRSRC's). As of June 20, 2008, the District's investment which is the
MBIA - Michigan Class is nof rated.

Interest rate risk

The District has not adopted a policy that indicates how the District will minimize interest rate risk, which is the risk
that the market value of securities in the portfolio will fall due fo changes in market interest rates, by limiting the
weighted average maturity of its investment portfolic to less than a given period of time.

Concerdration of credit risk

The District has not adopted a policy that indicates how the District will minimize concentration of credit risk, which is
the risk of loss atiributed to the magnitude of the Disirict's investment in a single issuer, by diversifying the
investment portfolic so that the impact of potential losses from any one type of security or issuer will be minimized.

Custodial credit risk

The District has not adopted a policy that indicates how the District will minimize custodial credit risk, which is the
risk that in the event of the fzilure of the counterparty, the Dislrict will not be able to recover the value of its
investments of collateral securities that are in possession of an outside party.

As of June 30, 2008, the District's deposils and investments were reported in the financial statements in the
following categories:
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Mason Public Scheools
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE B; CASH, CASH EQUIVALENTS, AND INVESTMENTS - CONTINUED

Governmental Fiduciary
Aclivities Funds Total
Cash and cash equivalents $ 2.014,688 § 284,793 8 2,279,487
Invesiments 886,330 20,482 1,016,292

$ 3.001.518 §.. 294261 $.3.095.772
The District had $308 of cash on hand.
Due to significantly higher cash fiow at certaln periods during the vear, the amount the District held as cash, cash

equivalents, and investments increased significantly. As a result, the amount of uninsured and unccliateralized
cash, cash equivalents, and investments were substantially higher at these peak periods than at year-end.

NOTE C: CAPITAL ASSETS

Capital asset activity for the yvear ended June 30, 2008 was as follows:

Balance Additions/ Deletions/ Balance
July 1, 2007 Reclassifications Reclassifications Jdune 2008

Governmental activities
Capital assets not being depreciated

Land $ 175,551 3 - % - & 175,551
Construction in pregress 11.724,383 80,116 { 11804479 ) -0-
Total capital assels
net being depreciated 11,850,014 80,116 { 11,804,479 ) 175,551
Capital assels being depreciated

Buildings and additions 42,146,469 11.982,890 - 54,129,479
Equipment and furniture 11,883,279 84,831 { 31.305) 12,036,715
Yehicles 1,564,029 73,767 “ 1,637,796
Other capital equipment 789,891 - ~ 786,801

Subtotal capital assels
being depreciated 56,403,688 12,141,588 { 31,385 ) 68,603,881

Less accumulated depreciation for:

Buildings and additions { 15,600,722 ) ( 1,433,008 - { 17,033,731
Equipment arx! furnifure ( 7,586811) ( 871478 ) 31,305 { 8226884)
Vehicles ( 1054878 ) { 126312) - 1,481,180 )
Other capital equiprent { 872097 ( 15,132 ) - { 687,229
Subtotal (24914508 ) _{ 2245931) 31.395 { 27,128,044 )
Net capital assels
being depreciated 31.579.180 4.8495 657 «()- 41 474 837
Capital assets, net £.43479094 § 9975773 $( 11804479) $.41,650288

Total depreciation expense of $2,245,931 was nat allocated lo governmental funclions. It appears on the statement
of activities as "unalfocated”.
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Mason Public Schools
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE D: LONG-TERM DEBT

The following is a summary of changes in long-term debt obiigations of the Dislrict for the year ended June 30,
2008.
Amounts
Balance Balance Due Within
July 1, 2007 Additions Delstions  June 30, 2008 _One Year

1998 Durant Resolution Bonds $ 368724 % - % - % 38724 § 34565
Capital lease 100,879 - 29,554 71,425 29,554
Instailment foan - 2005 55,469 - 36,880 18,489 18,489
2004 Refunding and General

Ohbligation Bonds 26,765,000 - 1,510,000 25,255,000 1,555,000
2004 School Improvement Bonds 1,245,000 . 135,000 1,110,000 140,000
Severance pay B848.314 34,627 55,268 B27.573 80,000

Significant details regarding outstanding long-term debt (including current portions) are presented below:

Advanced Refunding - Prior

The District defeased the 1895 School Building and Site General Obligation Bonds, which are due and payable May
1, 2006 through Mey 1, 2021. This was accomplished by establishing an Irrevocable trust with an escrow agent
composed of cash and U.8. Government Securities sufficient o meel the appliceble principal and interest
payments. The District lssued 2004 Refunding and General Obligation Bonds In the amount of $29,555,000 to fund
escrow amounts, pay the cost of issuance of the refunding bonds, and to pay the remaining balances of the 1985
Scheol Building and Site General Obligation Bends.  Accordingly, the trust account assets and liabilities for the
defeased bond are not included in the District's financial statements. At June 30, 2008, bonds due and payable
through May 1, 2021 for 1895 School Building and Site General Cbligation Borids in the amount of $15,675,000 are
considered defeased.

General Oblivation Bonds - The District has issued bonds to finance the acquisition, new construction, and
remodeling of existing school facilities. The following summarizes significant detsils of the bonds payable
outstanding at June 30, 2008:

$1,500,000 Scheol Improvement Bonds dated September 1, 2004, duge in annual
instaliments ranging from $140,000 to $180,000 through May 1, 2015 with interest
ranging from 3,10 to 3.80 nercent, payable semi-annually. $ 1,110,000

$29,555,000 Refunding and General Obligation Bonds dafed August 3, 2004, due in
annual instaliments ranging from $750,000 to $2,000,000 through May 1, 2024 with
interest ranging from 3.25 1o 5.25 percent, payable semi-annuslly. 25,255 000

Resolution Bonds

$621,081 1988 Duram Resolution Bonds dated November 15, 1298 has been revised
as of May 10, 2007, ltis due in annual installments from $34.,585 to $216,388, with
interest of 47615353 percend, payable annually starting from 2008 to 2013, The annuzl
debt service payments related to these bonds is paid through an annual appropriation
from the State of Michigan. $ 366,724
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Mason Public Schouis
NOTES T(O FINANCIAL STATEMENTS
June 30, 2008

NOTE D: LONG-TERM DEBT - CONTINUED
Instaliment Loan

$147.918 Installment Purchase Agreement dated July 27, 2004, due in semi-annual
installments of $18,490 through July 22, 2008 with Interest at 3.59 percent, payable

semi-annually. § 18489
Capital Lease

The District has entered into a lease purchase agreement, o purchase equipment with a cost ¢f $208,881, which
qualifies as a capital lease for accounting purposes (lille transfers {o District) and therefore has been recorded at
the present value of future minimum lease payments as of the date of inception. The following are additional details
regarding the lease.

$208,881 Technology Infrastructure capital lease payable dated October 22, 2003, due
in monthly instalments of $2,913 through December 11, 2010 with interest of 4.80
percent, payable monthly. §. .. 71425

Annual Requirements for Bonded Debt, Installment Loans, and Capital Lease

The annual requirements to pay the debt principal and interest cutstanding for the Long-Term Debt are as follows:

Durant Resolution Bonds General Obligation Bonds Installment Loans
Year Ending
June 30, Princinal Inferest Principal Intercst Principal Interest

2000 % 34,565 § 9,050 $ 1695000 § 1,210435 § 18,488 &% 332
2010 36,209 7.404 1,720,000 1,155,557 - -
2011 37,934 5,680 1,775,000 1,095,938 - -
2012 216,387 76,649 1,835,000 1,026,137 - -

2015 41629 1,082 1,865,000 953,777
2014-2018 - - G.375,000 3,512,573 - -
2018-2023 - - 7.350,000 1,128,500 - -
2024 - - 750,000 37.500 - -
$ 366724 $ 100,765 $26365000 $10121417 § 18489 § 332

Capiial Lease
Year Ending
June 30 Principal interest

2009 $ 29,554 % 5,400

2010 29,554 5,400

2011 12,317 2.251

71425 5. 13057

The Durant Resolution Bonds referred to above are bonds whose fulure debi service payments by the District are
contingent on an annual State of Michigan appropriation. This is the only revenue source for making the annual
debt service payments on these bonds. H the legislature of the State of Michigan fails to appropriate the funds, in
any particular year, the District is under no obligation for payment of that yesr's debl obligation. The State of
Michigan has suspended paymenis on these bonds until May 15, 2008, It appears this suspension will have no
financial impact on Mason Public Schodols in the future.

-18 -



Mason Public Schools
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE D: LONG-TERM DEBT - CONTINUED

Severance Pay

In recognition of services to the District, a severance payment is made to eligible employees with at least five (5) or
ten (10) years of service according to their respective employment contracts.

A summary of the calculated amounts of accrued severance pay and related payroll taxes as of June 30, 2008,
which has been recorded in the District-wide financial statements, is as follows:

Severance pay $ 808,676
Payroll taxes 18,897
$ 827.573

NOTE E: INTERFUND RECEIVABLES AND PAYABLES

The amount of interfund receivables and payables at June 30, 2008 are as follows:

Due to General Fund from:

2004 Debt Retirement Fund $ 11,216
Nonmajor governmental funds 11.388
$ 22604

Due to Nonmajor governmental funds from:
Other nonmajor governmental funds 3 7,501

Amounts appearing as interfund payables and receivables arise from two types of transactions. One type of
transaction is where a fund will pay for a good or service that at least a portion of the benefit belongs to another
fund. The second type of transaction is where one fund provides a good or service to another fund. Balances at
the end of the year are for transfers that have not cleared as of the balance sheet date.

NOTE F: INTERFUND TRANSFERS

Permanent reallocation of resources between funds of the reporting entity is classified as interfund transfers. For
the purpose of the statement of activities, all interfund transfers between individual governmental funds have been
eliminated.

Transfers to General Fund from:

Nonmajor governmental funds $ 30,000
Transfers to nonmajor governmental funds from:

General Fund 653,748

Nonmajor governmental funds 23,093

$ 676841
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Mason Public Schools
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE G;: EMPLOYEE RETIREMENT SYSTEM

All of the District's employees, except students, are eligible to participate in the State wide Michigan Public Schodl
Emplovess’ Retirement System (MPSERS), a multiple-employer, cost-sharing, State wide pubiic employee
retirement system. The MPSERS issues a publicly available financial report that includes financial statements and
required supplementary information for the Plan, The report for the fiscal year-end September 30, 2007, the last
year available, may be obtained by contacling the State of Michigan Departmant of Management and Budget,

The payroll for employees covered by the MPSERS for the vear ended June 30, 2008 was $16,208,998 of which
$12,334,268 was for members who have elected the MIP option; the District's total payroll was $16,200,012.

Effective January 1, 1987, Act 91 of the Public Acts of 1985 esiablished g voluntary coniribution to the Member
investment Plan {(MIP). Employees first hired before January 1, 1890, made a one-ime frevocable election to
contibute to the tax deferred MIP, For a limited perlod ended January 1, 18983, an aclive Basic Plan member may
have enrolled Tn MIP by repaying the contributions and Interest that would have heen made had MIP enroliment
ocourred initially prior to January 1, 1890, Employees first hired on or after January 1, 1920, will automalically be
included in MiPP,

Members in MIP may retire at any age after attaining thirty years of credited service, or at age sixty while still
working with 2 minimum tolal of five (B) years of credited service, with credited service in each of the five {5} school
fiscal years immediately preceding the retirement allowance effective date. The retirement allowance is calculated
using a formula of 1.5% of the member's final average compensation multiplied by the total number of years of
credited service.

Employees whao did not elect the MIP option fail under the MPSERS Basic Plan and may retire after alteining age
sixfy with ten {10) or more years of credited service; or attaining age fifty-five with thirly or more years of credited
service; or attaining age fifty-five while still working with at least fifteen {15) but fewer than thirty years of ¢redited
service, and performed service credit in each of the five (5) schod! fiscal years immediately preceding the retirement
allowance effective date. The retirement aliowance is computed using a formula of 1.5% of the average of the
highest total sarmings during a pericd of sixty consecutive months {five {5} vears) multiplied by the total vears to the
nearest tenth of & vear of credited service.

The MPSERS also provides death and disability benefits and health and medical, dental, vision and hearing
insurance coverage. Benefits are established by State stalute.

Employess who selected MIP on or before December 31, 1888, confributed 4% from January 1, 1987 to December
31, 1989 and 3.89% thereafler. Employees first hired on or after January 1, 1880, are required to contribute based
on a graduated rate; 3% of the first $5,000; 3.6% of $5,001 through $15,000; 4.3% of all wages over $15,000.

For the periad of July 1, 2007 to September 30, 2007, the District was required by State statute to coniribute 17.74%
of covered compensation for all wages o the Plan. For the period of Gotober 1, 2007 to June 30, 2008 the District
was required by State statute to contribute 16.72% of covered compensation for ail wages to the Plan. The total
amount contributed to the Plan for the year ended June 30, 2008, and the previous two (2) years is as follows:

MIP District Total
June 30, Contributions Coniributions Contributions
2008 5 482176 $§ 2,741,192 $ 3223388
2007 456,011 2,774 808 3,230,900
2006 480,370 2,840,732 3,101,102
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Mason FPublic Schools
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE G: EMPLOYEE RETIREMENT SYSTEM - CONTINUED

The following represerts contributions as a percentage of the applicable covered payroll for the current and
preceding two (2) years:

MIP District
June 30, Conirhulions Contributions
2008 35% 16.8 %
2007 4.0 17.5
2008 39 16.1

NOTE H: EXCESS OF EXPENDITURES OVER APPROPRIATIONS

Michigan Public Act 621 of 1978, Seclion 18 and 18, as amended, provides that a local governmental unit not incur
expenditures in excess of the amount appropriated.

The District's budgeted expenditures in the General Fund has been adopted at the functional classification level and
at the fund level for the Special Revenue Funds.

During the vear ended June 30, 2008, the District incurred expenditures in excess of the amounts appropriated as
follows:

Amounts Amaounts
Appropriated Expended Variange

General Furnd

Added needs $ 2660512 § 2670540 % 10,028

School administration 1,697,549 1,701,337 3,788

Operations and maintenance 2,808,934 2,848 425 29451

Community recreation 109,021 114,433 5412

Childcare 88,033 104,041 8,008

Transfers to other funds 650,999 653,748 2,749

Payments to other districts - 3,040 3,040
Athletics 72413 743,196 19,085

NOTE . FLEXIBLE BENEFITS PLAN
In May 2002, the District approved by Board action to implement a flexibie benefits cafeteria plan established under
Section 125 of the Internal Revenue Code. The Plan, available to all employees, permits them {o receive cash in

tieu of medical benefits. The Plan provides employees with the opportunity to choose among benefits consisting of
cash or benefits.

The Plan is administered by a third party administrator.

NOTE J: RISK MANAGEMENT

The District participates in a pool, the MASB-SEG Property and Casualty Pool with other school districts for
property, fleet, liability, in‘and marine, equipment breakdown, builder's risk, emplovee dishonesty, crime, and errors
and omissions. The pool is organized under Public Act 138 of 1982, as amended as a governmental group property
and casualty self insurance pool. in the event the pool's deims and expenses for a policy vear exceed the total
normal annual premiums for said years, all members of the specific pool's policy year may be subject to special
assessment to make up the deficiency. The Dislrict has not been informed of any special assessments being
required.

-



Mason Public Schools
NOTES TC FINANCIAL STATEMENTS

June 30, 2008

NOTE J: RISK MANAGEMENT -~ CONTINUED

The Dighict also participates in a pool, the SEG Self-Insured Workers™ Disabllity Gompensation Fund, with other
schodl districts for workers' compensation losses. The poo! s organized under Public Act 317 of 1969, as
amended. In the event the pool's claims and expenses for a policy year exceed the fotal normal annual premiums
for said years, all members of the specific poaol's policy year may be subject to special assessment fo make up the
deficiency. The District has not been informed of any special assessments being reouired.

NOTE K: SPECIAL EDUCATION UNDERFUNDING SETTLEMENT

Prior to the current year the Durant vs. State of Michigan case was settled and the State was required to reimburse
each plaintiff and nonplaintiff District an agreed upon amount for past underfunding of special education. Mason
Public Schools, a nonplaintiff District, was awarded $1,242,162 in the settlement. The funds are being paid as
follows:

a. One-half Is being paid over the next ten (10) years, which began November 15, 1998, The restrictions on use
of these funds are detailed within Siate School Aid Act, Seclion 11F{8). These funds are recorded within the
General Fund as categorical State Aid. At the end of the current year all these funds had been expended.

b. One-half is being paid over the nex fifteen (15) vears, which began May 15, 1999, The District borrowed this
portion of the setilement amount through the Michigan Municipal Bond Authority on Novemnber 15, 1998, These
funds were recorded as bond progeeds in the Capital Projecis Fund. The bond proceeds may be ussed for any
purpose specified in Section 1351 {a) of the Revised School Code. The debt service payments for these bonds
are to be made through an annual legislative appropriation. It the State of Michigan legislature fails to make the
annusl appropriation the Districl is under no obligation for the debt payments for that year. The District has
pledged the annual State payments o the Michigan Municipal Bond Authority for payment of debt service,

NOTE L: BONDED CONSTRUCTION FUNDS

The Capital Project Funds of the District inglude the capital projects activities funded in part by the 2004
Refunding and General Obligation Bonds. The remaining funding for the activities recorded within the various
Capital Project Funds Is funded by a voted millage for the Sinking Fund as well as local appropriations from the
General Fund, and other local dollars {i.e,, interest, eic.} For these projects recorded within the Capital Project
Funds, the District has complied with the applicable provisions of Section 1351 (1) of the Revised School Code
in prior and current years. The following is a summary of the revenues and expenditures in the Capital Projects
Fund from the inception of the fund as it relates to the bond issues through the current fiscal year. These
amournts relate to cumuiative project-to-date revenues/expenditures through the period ended June 30, 2008,

2004
Capital Projects Sinking Fund Total
Reverues £31.130.205 $ 677214 $31.807.419
Expenditures $31,130.205 § 336007 $31.466.212
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Mason Public Schools
General Fund
BUDGETARY COMPARISON SCHEDULE

Year Ended June 30, 2008

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual {Negative}
REVENUES
Local sources $ 4018619 § 4123343 § 4,204,718 % 81,375
State sources 18,866,327 189,414,897 19,397,571 {17,426)
Federal sources 671,127 757,266 754,047 {3.219)
TOTAL REVENUES 23,556,073 24,295 606 24,356,336 60,730
EXPENDITURES
Current
Instruction
Basic programs 12,485,534 12,618,654 12,580,653 30,001
Added needs 2,658,297 2,660,512 2,670,540 {10,028)
Total instruciion 15,153,831 18,280,166 15,260,193 19,073
Supoorting services
Student servicss 1,961,481 1,948,410 1,848,207 1,203
Instructional staff 978,295 1,040,832 1,036,045 3,887
General administration 308,173 312,094 306,430 5,664
School administration 1,674,915 1,697,549 1,701,337 (3,788)
Business and fiscal services 319,860 341,479 335,508 5,870
Operations and maintenance 2,678,706 2,808,934 2,848 425 {39,491)
Transportation 1,145,616 1,078,465 1,070,288 9177
(ther supporting services 704,427 946,399 026,118 20,281
Total supporting servicas 8,761,473 10,176,162 10,173,259 2,903
Community services
Community recreation 82,070 108,021 114,433 {5,412}
Chiidcare 48,106 98,033 104,041 {6,008)
Community services office 124,052 123,310 122,184 1,126
Total communily services 304,228 330,364 340,658 {10,294}
Debt service 73,594 73,594 72024 670
TOTAL EXPENDITURES 25,293,126 25,860,286 25,847 034 13,252
EXCESS OF REVENUES
(UNDER) EXPENDITURES {1,737,053) {1,664,680) {1,490,698) 73982
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Mason Public Schools

Geaneral Fund

BUDGETARY COMPARISON SCHEDULE - CONTINUED

Year Ended June 30, 2008

Variance with
Budgeted Amounts Final Budget
Posifive
Oricinal Final Actual {Negalive)
OTHER FINANCING SOURCES (USES)
Transfers from other funds $ 50000 § B0000 0§ 30,000 § (20,000}
County special education allocation 1,825,929 1,759,250 1,801,088 41,839
Payments from other districts 20,277 15,000 6,840 8,160}
QOther transactions 13,000 1,700 7.235 5,635
Transfers to other funds {601,167 {650,999) {653,748) {2,749)
Bayments to other districis - - (3,040) {3,040
TOTAL OTHER FINANCING
SOURCES (USES) 1,308,038 1,174,951 1,188,376 13,425
NET CHANGE IN FUND BALANCE {429,014) {389,729) (302,322) 87,407
Fund balance, beginning of year 3,308,212 3,308,212 3,308,212 -0~
Fund balance, end of year $ 2870108 §$ 2918483 & 3005840 % 87,407
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ASSETS
Cash and cash equivalents
Accounts receivable

Due from other funds

Bue from other governmental unils

Inventories
Prepaids

TOTAL ASSETS

LIABILITIES AND FUND BALANCES

LIABILITIES

Accounts payable
Accrued payroll

Other accrued fiabilities
Due to other funds
Deferred revenus

TOTAL LIABILITIES

FUND BALANCES
Reserved for
Inventories and prepaids
Debt service

Unreserved

Designated for
Canpital projects

Mason Public Schools
Nonmajor Governmental Funds

COMBINING BALANCE SHEET

June 30, 2008

Special Revenue Funds

LDiebt Service Fund

Subsequent year's expenditures

Undesignated, reported in
Special revenue funds

TOTAL FUND BALANCES

TOTAL LIABILITIES
AND FUND BALANCES

2004
Food School
Service Athietics Improvement
& 27,475 31,509 a2
10,275 - -
17.019 - -
74 1,231 -
% 54 843 32,830 g2
$ 166 28 -
1,431 6,183 -
- 2,728 -
- 18,005 -
9,688 - -
11,285 26,945 -0-
17,083 1,231 -
- - g2
5,655 4,654 -
20,810 - -
43,558 5,885 a2
% 54,843 32,830 a2
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Capital Project Funds

2004 2004
Sinking Capital School
Fund Projects Improvement Total
487,975 $ - $ - $ 527,141
27,118 - - 27,118
7,501 6,101 - 13,602
5,062 - - 15,327
- - - 17,019
- - - 1,305
507,646 % 6,101 $ -0- $ 601,512
127,779 $ 6,101 % - $ 134,074
- - - 7,614
. - - 2,729
6,985 - - 24,990
- - - 9,688
134,764 6,101 -0- 179,095
- - - 18,324
- - - 92
372,882 - - 372,882
- - - 10,309
- - - 20,810
372,882 -0- -0- 422,417
507,646 $ 6,101 $ -0- 5 601,512
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Mason Public Schools
Nonmaior Governmental Funds

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES

Year Ended June 30, 2008

Special Revenue Funds Debt Service Fund
2004
Foed School
Service Athlaetics Improvement
REVENUES
Local sources 5 918,802 E 258,812 % 2
Siale sources 64,612 -
Faderal sources 384 620 - -
TOTAL REVENUES 1,379,043 259,812 2
EXPENDITURES
Current
Food service 1,382,624 - -
Athletics - 743,186 -
Debl service - - 177,188
Capital cuitay - - -
TOTAL EXPENDITURES 1,382 624 743,186 177,188
EXCESS OF REVENUES OVER
{UNDER) EXPENDITURES {3,581} {483,384} {(177,1886)
OTHER FINANCING S0OURCES (USES)
Transfers from other funds - 476,5M 177,247
Transfers to other funds {30,000} - -
TOTAL OTHER FINANCING
SOURCES (USES) (30,000) 478,501 177,247
NET CHANGE IN FUND BALANCES {33,581} {6,883) 61
Fund balances, beginning of year 77,138 12,768 <l
Fund balances, end of year $ 43,558 g 5885 $ 92

e



Capital Project Funds

2004 2004
Sinking Capital School
Fund Projects Improvement Total

654,121 b 2,294 362 1,836,393

- - - 64.612

- - - 384,629

654,121 2,294 382 2,295,634

- - - 1,382,624

- - - 743,196

- - - 177,188

336,007 80,116 17,967 434,080
336,607 20,116 17,967 2,737,098
318,114 (77,822 {(17.605) (441,464)

23,093 - - 678,841
- (17.701) {5,392} {53,003}

23,093 {(17,701) {5,382} 623,748
341,207 {95 523} {22,887} 182,284
31,675 98 823 22,997 240,133
372,882 % -{- -(J- 422 417
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Education
Masorn Public Schools
Mason, Michigan

We have audiled the compliance of Mason FPublic Schools with the fypes of compliance requirements described in
the U.S. Office of Management and Budget {OMB) Circular A-133 Compliance Suppiement that are applicable to its
major Federal programs for the year ended June 30, 2008. Mason Public Schools’ major Federal programs are
identified in the summary of auditor's resulis section of the accompanying schedule of findings. Compliance with
the requirements of laws, regulations, confracts and grants applicable o its major Federal programs are the
responsibility of Mason Public Schools” management.  Our responsibility is to express an opinion on Mason Public
Schools' compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governmenis,
and Nonprofit Organizations. Those standards and OMB Circutar A-133 require that we plan and perform the audit
o obiain reasonable assurance about whether noncompliance with the types of compliance requirements referred
to above that could have a direct and material effect on a major Federal program occurred. An audit includes
examining, on a lest basis, evidence about Mason Public Schools’ compliance with those requirements and
performing such other proceduras as we considered rnecessary in the circumstances. We beligve that our audit
provides a reasonable basis for our opinion.  Our asudit does not provide a fegal determination of Mason Public
Schools' compliance with those requirements.

In our apinion, Mason Public Schools complied, in all material respects, with the requirements referred to above that
are applicable to its major Federal programs for the year ending June 30, 2008,

Internal Control Over Compliance

The management of Mason Public Schaols is responsible for establishing and maintaining effective inlernal conlrol
over compliance with the requirements of laws, regulations, contracts and grants applicable o Federal programs.
in planning and performing our audit, we considered Mason Public Schools’ infernal controt over compliance with
the requirements that could have a direct and material effect on a major Federal program in order 1o determine our
auditing procedures for the purpose of expressing our apinion on compliance, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on
ihe effectiveness of Mason Public Schogls’ internal control over compliance.

A control deficiency in an entity's intemal confrol over compliance exists when the design or operation of a control
does not allow management of employees, in the normal course of performing their assigned functicns, to prevent
or detect noncompliance with a type of compliance requirement of a Federal program on a timely basis. A
significant deficiency is a confrol deficiency, or combination of control deficiencies, that adversely affects the entity's
ability to administer a Federal program such that there is more than a remote likelihood that noncompliance with a
type of compliance requirement of a Federal program that is more than inconsequential wilt not be prevented or
detected by the entity's internal control.
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A malerial weakness s a significant deficiency, or combination of significant deficiencies, that results in more than a
remote fikelihood that material noncompliance with a type of compliance requirement of a Federal program will not
be prevenied or detected by the entity's internal control.

Curr consideration of internal control aver compliance was for the limited purpose desoribed in the first paragraph of
this section and would not necessarily identify all deficiencies in internal conirel that might be significant deficiencies
or material weaknesses. We did not identify any deficiencies in internal control over compliance that we consider to
be material weaknesses, as defined above.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmenial acliviies, each major fund, and the aggregale
remaining fund information of Mason Public Schools as of and for the year ended June 30, 2008, and have issued
our report thereon dated October 6, 2008. Our audit was performed for the purpose of forming opinions on the
financial statements that coliectively comprise Mason Public Schools’ basic financial statements, The
accompanying schedule of expenditures of Federal awards is presented for purposes of additional analysis as
required by OMB Circular A-133 and is not a required part of the basic financial staterments. Such information has
been subjected to the audiling procedures applied in the audit of the basic financial statements and, in our opinion,
is fairly stated, in all material respects, in relation fo the basic financial statements taken as a whole,

This report is internded solely for the information and use of the Board of Education and management of Mason
Public Schools, others within the District, the pass-through grantors, and the Federal awarding agencies and is not
intended to be and should not be used by anyone other than these specified parlies.

M%% He-

ABRAHAM & GAFFNEY, BPC.
Certified Public Accountants

Oclober 6, 2008



Mason Public Schools
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended June 30, 2008

Restated
Federal Pass-Through Program
Federal Grantor / Pass-Through Grantor CFDA Grantor's or Award
Program Title Number Number Amount
U.S. DEPARTMENT OF EDUCATION
Passed Through State Department of Education
Title | 84.010
2008-07 Regular - Part A 0715300607 3 87,272
2007-08 Regular - Part A 0815300708 103,081
190,353
Title V 84.298
2006-07 0702500607 638
2007-08 0802500708 630
1,268
Title }l, Part D 84.318
20086-07 0742900607 888
2007-08 0842900708 969
1,857
Improving Teacher Quality 84.367
2006-07 Title 1A 0705200607 84,057
2007-08 Title 1A 0805200708 85,081
169,138
Passed Through S{ate Department of Education
and Ingham Intermediate School District
Special Education 94-142
Flow Through - IDEA 84.027
2006-07 Regular 0704500607 384,693
2007-08 Regular 0804500708 400,000
784,693
Preschool - IDEA 84.173 (©Xa
2006-07 0704600607 17,228
2007-08 0804600708 15,505
32,733
TOTAL U.S. DEPARTMENT OF EDUCATION 1,180,042



Balance Balance
July 1, 2007 Cash June 30, 2008
{Memo Only}  Accrued or Receipls Acerued or
Prior Years' {Deferred) In-Kind {Deferrad)
Expenditures Revenue Payrnents Expenditures Revenue
$ 87,272 $ 37,958 $ 37,958 3 - L3 -
- - 103,081 103,081 -~
B7,272 37,958 141,039 103,081 -0-
638 838 838 - Q-
- - 530 530 -0-
638 638 1,268 830 -0-
888 888 888 - ~(-
- - - 969 969
888 888 888 969 469
84,057 25,227 25227 - Q-
- - 35,420 75,430 40,010
84,057 25,227 60,647 75,430 40,010
384,683 120,795 120,795 - -0~
- - 276,834 406,600 123,068
384,693 120,795 367,729 400,000 123,066
17,228 6,123 6,123 - Q-
- - 10,510 15,505 4,955
17,228 6,123 18,633 15,505 4,595
574776 141,629 618,204 585,615 166,040



Mason Public Schools
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - CONTINUED

Year Ended June 30, 2008

Restated
Federal Fass-Through Program
Federal Grantor / Pass-Through Grantor CFDA Grantor's or Award
Pragram Tille Number Number Amount
LU.8. DEPARTMENT GF AGRICULTURE
Passed Through State Department of Education
School Breakfast Program 10,553 X
2006-07 671970 $ 35,025
2007-08 081970 37,269
72,204
National School Lunch Program 10.555 ©0
2008-07 0718950, 071960 270,297
2007-08 081950, 081960 254,775
525,072
Food Bonation 10.550
Entilernent commodities 3313 67,637
TOTAL US. DEPARTMENT OF AGRICULTURE 865,003
L.S. DEPARTMENT QF HEALTH AND HUMAN SERVICES
Passed Through State Depariment of Human Sarvices
and Ingham Intermediate School District
Medicaid Assistance Program
Title XIX
Outreach
2007-08 93778 33130 32,322
TOTAL FEDERAL AWARDS $ 1,877,387



Balance

Balance

July 1, 2007 Cash June 30, 2008
(Memo Only) Accrued or Receipts Accrued or
Prior Years' {Deferred) In-Kind (Deferred)
Expenditures Revenue Payments Expenditures Revenue
$ 31,303 $ - $ 3,722 $ 3,722 -0-
- - 37,269 37,269 -0-
31,303 -0- 40,991 40,991 -0-
239,071 - 31,226 31,226 -0-
- - 254,775 254,775 -0-
239,071 -0- 286,001 286,001 -0-
- - 67,637 67,637 @) -0-
270,374 -0- 394,629 394,629 -0-
- - 22,552 32,322 9,770
$ 845,150 $ 191,629 $ 1,035,385 $ 1,022,566 178,810

(d)

(b)



Mason Public Schools
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Jure 30, 2008

NOTE A: BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the Federal grant activity of Mason Public
Schocls and is presented on the modified accrual basis of accounting.  The information in this schedule is
presented in accordance with the requirsments of OMB Circular A-133, Audits of States, Local Governments, and
Nonprofit Qrganizations.

NOTE B: SUMMARY OF SIGNIFICANT EXPLANATIONS OF SCHEDULE

The following descriptions identified below as (a) through (g} represent explanations that cross reference to
amounts on the Schedule of Expenditures of Federal Awards.

(a)

{b)

(d)

(e)
]
(@)

The current year revenues for the Food Donation Program are determined based on the 2002/03 guidance
provided previously from the Michigan Department of Education Administrative Policy Number 7. The
amounts reported in this schedule as commodities received were taken from the Recipient Entitlement
Balance Report which is in agreement in all material respects with the District's reported amounts.

The experditures reporied in this schedule are in agreement with the amounts reported in the financial
statements and financial reporis except as noted below. The financial reports tested, including claims for
advances and reimbursements, were materially correct, complete, accurate, and timely and contain
information that iz supported by the books and records from which the financial statements have been
prapared.

The amount of out of conditioned commodities dus to spoilage or shrinkage included in expenditures s
immaterial to the Schedule of Expenditures of Federal Awards taken as a whole.

The amounts reported in this schedule a3 cash received are in agreement with the current payment amounts
in the Grants Section Auditor's Report.

Denoles program tested as “major program”,
Denotes programs required to be clustered by the United States Department of Agriculture.

Denates programs required to be clustered by the United States Depariment of Education,

NOTE C: RECONCILIATION TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The following reconciles the Federal revenues reporied in the June 30, 2008 Financial Statements to the
axpenditures of the District administered Federal programs reported on the Schedule of Expenditures of Federal
Awards:

MNonmajor
General Governmental
_Fund Funds Total

Revenues from Federal sources per financial statements, $ 754,047 § 394,629 $ 1,148676

Less: Medical services portion of the Medicaid School

Based Services program which is not subject to
the Single Audit Act { 126110 ) - { 126110 )

Federal expenditures per Schedule of Expenditures

of Federsi Awards § 627037 B 394620  $ 1022566
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Education
Mason Public Schools
Mason, Michigan

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Mason Public Schools as of and for the year ended June 30, 2008, which collectively
comprise Mason Public Schools’ basic financial statements and have issued our report thereon dated October 6,
2008, We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internat Control Over Finangial Reporting

In planning and performing our audit, we considered Mason Public Schools’ internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an apinion on the effectiveness of Mason Public Schools’ internal
control over financial reporting.  Accordingly, we do nol express an opinion on the effectivenass of Mason Public
Schools’ internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internai control over financial reporting that might be
significant deficiencies or material weaknesses. However, as discussed below, We identfied 8 certain deficiency in
internal control over financial reporting that we consider to be a significant deficiency.

A control deficiency exists when the design or operation of a control does not allow management or employess, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a limely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
District's abflity to initiate, authorize, record, progess, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the District's
financial statements that is more than inconseguential will not be prevented or detected by the District's internal
control. We congider the deficiency described as finding 2008-1 in the accompanying Schedule of Findings to be 2
significant deficiency in internal contro! over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial stalements will not be prevented or defected by the
District's internal control,

Qur considerstion of internal control over financial reporting was for the lmited purpose descoribed in the first
paragraph of this section and would not necessarily identify all deficiencies in the inlernal control that might be
signfficant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses., However, we believe that finding 2008-1 describied in the Schedule of
Findings is a material weakness,

East Lansing = Rochester Hills « S Johns
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Compliance and Cther Matiers

As part of obtaining reasonable assurance about whether the District’s financial statements are free of material
misstaternent, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and malerial effect on the determination of financial
staternent amounts. However, providing an opinion on compliance with those provisions was not an objective of cur
audt and, accordingly, we do not express such an opinion. The resulis of our lests disclosed an instance of
noncompliance or an other matier that is required Lo be reported under Government Auditing Sfandards and which
is described in the accompanying schedule of findings and questioned costs as a finding 2008-2.

The District's responses to the findings identified in our audit are described in the accompanying Schedule of
Findings. We did not audit the District's responses and, accordingly, we express no opinion on them.

This report is intended solely for the information and use of the administration, the Beard of Education of Mason
Public Schools, others within the District, the pass-through entities, and Federal awarding agencies and is not
infended to be and should not be used by anyone other than these specified parties.

CW» i Loppnes Pe

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

October 6, 2008



Mason Public Schools
SCHEDULE OF FINDINGS

Year Ended June 30, 2008

Section | - Summary of Auditor's Resulits

Financial Statements
Type of auditor's report issued: Unqualified
Internal control over financial reporting:

Material weakness(es) identified? X Yes No

Significant deficiencies identified that are not
considered to be material weakness{es)? Yes X None reported

Noncompliance material to financial statements noted? Yes X No

Federal Awards
internal control over major programs.

Material weakness(es) identified? Yes X No

Significant deficiencies identified that are not
considered to be material weakness(es)? Yes X None reported

Type of auditor's report issued on compliance for major programs: Unqualified

Any audit findings disclosed that are required to be reported by
Section 510(a) of Circular A-1337 Yes X No

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
84.027, 84.173 Special Education Cluster
10.533, 10.555 Child Nutrition Cluster
Dollar threshold used to distinguish between Type A and
Type B programs: $ 300,000
Auditee qualified as low-risk auditee? Yes X No

Section Il - Financial Statement Findings

2003-1 Material Journal Entries Proposed by Auditors

Condition: Material journal entries for accounts payable, cash, interfund transactions, and bond principal and
interest expenditures were proposed by the auditors. These misstaternents were not detected by the Dislrict's
internal control over financial reporting.

Criteria: Statement on Auditing Standards No. 112 (SAS 112), Communicating Internal Conirol Related Matters
Identified in an Audit, emphasizes that management is responsible for establishing, maintaining, and monitoring
internal controls, and for the fair presentation in the financial statements of financial position, results of
operations, and cash flows (when applicable), including the notes to financial statements, in conformity with U.S.
generally accepted accounting principles. The auditor cannot be a part of internal controls.

-10 -



Mason Public Schools
SCHEDULE OF FINDINGS - CONTINUED
Year Ended June 30, 2008

Section ll - Financial Statement Findings - continued

2008-1 Material Journal Entries Proposed by Auditors - continued

Fffect: Through the identification of material journal entries that were not otherwise identified by management, the
auditors are effectively part of the District's internal controls.

Recommendation: We recommend that the District iake steps to ensure that material journal entries are not
necessary at the time future audit analysis s performed.

Corrective Action Response: The District's bookkeeper, who was new to the District just prior to this audit, witl be
better prepared for the 2008-09 audit, The Director of Finance and the bookkeeper will have all material journal
entries prepared in advance of the auditors’ visit.

2008-2 Unfavorable Budgst Variances

Condition: During our review of the Disirict’'s compliance with the budgeting act, we noted that expenditures had
exceeded the amounts appropriated for various activities in the General Fund and Athletics Fund. The District's
budget was not amended as it became apparent that expenditures would exceed the amounts appropriated for
various activities of the General Fund and Alhletics Fund.

Criteriz: The Uniform Budgeting and Accounting Act {Public Act 621 of 1978, as amended) reguires the District to
amend the original adopied budget "as soon as it becomes apparent that a deviation fram the original general
appropriations act is necessary and the amount of the deviation can be determined”. The Act also states that "an
administrative officer of the local unit shall not incur expenditures against an appropriation account in excess of the
amount appropriated by the legisiative body”.

Effect: The District is not i compliance with the Uniform Budgeting and Accounting Act.

Recommendation: We recommend the District monitor expenditures against adopted budgets in all applicable
funds and make appropriate budget amendments as needed.

Corrective Action Response: The Director of Finance will be presenting amended budgets to the Board more
frequently in 2008-09, thereby watching all budgets more closely.

Section lil - Federal Award Findings and Questioned Costs

None

- 41 -



Mason Public Schools
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

Year Ended June 30, 2008

FINDINGSINONCOMPLIANCE
Control Deficiencies and Material Weaknesses Relzsted to Internal Controls Over the Financial Statemenis.
2007-1 Preparation of Financial Statements in Accordance with GAAP

Condition: As part of the audit process, the District, as well as most governments, have historically relied on the
independent auditors to assist in the preparation of the government-wide and fund financial statements, as well as
the reiated noles to the financial stalements, as part of il exiernsl financial reporting process. It is more cost
effective to outsource the preparation of the annual financial staterments to the independant auditors than to incur
the time and expense of having the smployees andfor management obtain the necessary fraining and expertise
required to perform this task intemally. Under recent auditing standards this is now a contro! deficiency that the
District does not have the technical expertise to prepare the audited financial statements in accordance with
accounting principles generally accepted in the United States of America (GAAP).

Resolution: The Director of Finance aftended training classes during the yvear and we now believe the applicable
internal controls are in place. We consider this issue resolved,

2007-2 Segregation of Dutles

Conditian: During our consideration and assessment of fraud risk, we noted that the District may not have sufficient
segregation of duties in Hs accounting structure. Specifically, we noted that one emploves in the business office
nad access to all aspects of the accounts payable cycie, is responsible for maintenance of the general ledger,
performs bank reconciliations, and processes ACH fransactions.

Resolution: Changes were made in the Business Office fo insert some key internal controls so that no one
employes has unrestricted access to a given fransaction cycle. We consider thiz issue resolved.

2007-3 Fraud Risk Management Program
Condition: The District had not adopted a formal fraud risk management program.

Resolution: The District adopted the applicable policy during the yvear. We consider the issue resolved.

Findings Related o Compliance with Requirements Applicable 1o the Financial Statements.,

2007-4 Unfavorable Budget Variances

Condition: During our review of the District's compliance with the budgeting act, we noted that expenditures had
exceeded the amounts appropriated for various activities in the Seneral Fund, Food Service Fund, and Athletics
Furid. The District's budget was not amended as it became appareni thal expenditures would exceed the amounts
appropriated for various achivilies of the General Fund, Food Service Fund, and Alhletics Fund.

Resolution: This issus is evaluated each year. We consider this issue resolved for the ysar ended June 30, 2007,
2007-5 Bond Audit Not Completed Within 120 Days

Condition:  Buring our audit for 2004 Bond Project, it was noted that the District 1s not in compliance with the
required time period for the completion of bonded construction project audil. The audit of the bonded construction
project was not completed within 120 days after completion of ali projects financed by the proceeds of the bonds.
The District was provided with a cerlificate of substantial completion on the proiect by the confractor, but did not
niotify the independent auditors within the required time frame in order for them to corduct the fieldwork within the
120 days.

Resolufion: A Bond Audit was not necessary for the current year. We consider this issue resolved.
-12-



Mason Public Schools
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS - CONTINUED

Year Ended June 30, 2008

FINDINGS/NONCOMPLIANCE - CONTINUED

Findinus Related fo Compliance with Reguirements Applicable io Federal Awards and Internal Control Over
Compifance in Accordance with OME Circular A-133.

Mo prior audil findings.

«~ 132 .



